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FOREWORD 


House oF REPRESENTATIVES 
CoMMITTEE ON ForREIGN AFFAIRS, 
Washington D. C.. March 12. 1958 
This report has been submitted by the Honorable Laurie C. Battle, 
who during the 82d Congress served as chairman of a special subeom- 
mittee which drafted the Mutual Defense Assistance Control Act of 
1951. This report contains his findings and recommendations follow- 
ing a study mission which he undertook in Europe in August and 
September 1952. The findings and recommendations in this report 
are those of Mr. Battle and do not ne cessarily reflect the views of the 
membership of the full Committee on Foreign Affairs. They are 
made available in committee print form in the expectation that they 
will be useful as background information to Members of the Committee 
on Foreign Affairs and to Members of the House of Representatives. 


Rosert B. CHIreerRFIELD, Chairma? 


Marcu 12, 1953 
Hon. Roserr B. CHireerriecp, 
Chairman, Committee on Fore ign Affairs, 
House of Representatives, Washington, DD. ¢ 
I wish to transmit to the Committee on Foreign Affairs this report 
of my study of progress in the control of strategic exports to the Soviet 
bloc. I hope that the information which it contains will be useful to 
the members of the committee 
Laurie C, Barry 
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PROGRESS IN THE CONTROL OF STRATEGIC 
EXPORTS TO THE SOVIET BLOC 
SUMMARY OF FINDINGS AND RECOMMENDATIONS 
A creat deal has been ac omplishe d since passage of the Battle Act 
(Public Law 213, 82d Cong.) a little over a vear ago but much more 


needs to be done immediate A short brief of the a complishments, 


shortcomings, and recommendations follows 


CCOMPLISHMENTS 


|. The executive department of our Government has established 
an office in Washington under the Director for Mutual Security, who 
in turn has designated East-West trade assistants in fore ign countries 
and instituted a comprehensive program to prevent shipments of war 
materials and strategic materials from going to the Russian bloe in 
compliance: with the act 

2. No nation receiving United States military aid has knowingly 
permitted shipments behind the iron curtain of arms, ammunition, 
implements of war and atomic energy materials, as defined by the 


administrator since passage of the Battle Act insofar as can be de- 


ter nined 
a Shipments of over 300 items of strategie value to the Soviet- 
dominated area are now s ibj ct to embargo Dy the | ading industrial 
and trading countries of the free world 
1. Millions of dollars’ worth 
P 1 


of shipments ol stratec1 coods 
destined for the Soviet blo« have peen hel 


ld up or prevented in recent 
months 

5. An international coordinating committee largely composed of 
the NATO countries, West Germany, and Japan, meets daily in 
Europe to carry on the mutually agreed program of controlling stra- 


tegic exports to the Soviet area 


SHORTCOMINGS 
A. Although smugeline and misrepresentation of shippine docu- 
j ] 4 4} s > 
ments enuses deep concern, the p! neipal leaks Oo at Russian- 
dominated area are legal; 1. e., no procedures have been put into effect 


‘ ] 
< i 
for closing them Thev inelude the followine 
1. Shipments of strategic items from nations not represented in 


this international coordinating committee can move to the tron 


curtain countries as transit trade through the fre ports of our conti- 
nental European allies without interference. Copper from Chile has 
followed this route These shipments could include war materials 
from a Latin-American country li! Cruat al ho C;rovernment 
has been infiltrated by the Communists and le: llv pass tl rouch the 
hands of our allies to Russia Nobody knows what such transit 
shipments include because they are not even screened at the free ports 
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INTRODUCTION 


The Mutual Defense Assistance Control Act of 1951, frequently 
referred to as the Battle Act, was approved October 26, 1951, and its 
provisions were all in effect by Januarv 26. 1952. Thi 


. 2 s act had its 
origin in the Committee on Foreign Affairs of the House of Represent- 
atives, having been originally drafted and unanimously agreed to by 
2 special subcommittee consisting of Hon. Omar Burleson. Ts cas 
Hon. Edna F. Kelly, New York; Hon. Robert B. Chipertield, Illinois 


Hon John Nl Vorys Ohio with mvself as chairman 


Because of the widespread interest in the control of exports of 


ategic Materials to the area und SO I yy on, the Ho v 
James P Richards chairmal Ot t | ( I Ol! be I Aff; 
recognized. th IMportance ol present to Ul committe on 
prehensive report on the effectiveness of the act and enco a 
to undertake a survey of its operatio Nit Ro J. Bull stafl 
consultant of the Committee on For mn Aff; ho he ex 
sive experience export-control op wutic bot! th [ nited Sti 
and in Europe, was assigned to assist in maku he survey Afte 
devoting several weeks to a study of the admu tration of the \1 itual 
Defense Assistance Control Act in Washington tudy mission 
spent 6 weeks in Europe examining the control of shipments to thi 
countries behind thre ron curtam i! Be U m Denmark. France 
Germany, Italv, the Netherlands, Switzerland, and the Unite 


Kingdom. This report is based upon information gained from this 


‘on the spot” study of East-West trade problems which was concludes 
just prior to the November election \Mluch of tl nformation was 
civen immediately to the Administrator of the Mutual Defens 
Assistance Control Act in the interest of expeditious ch al 


improved operatiol 

The Administrator of the Mutual Defense Assistance Control Act 
(Mr. Harriman) and his staff. as well as the entire executive brane} 
of the Government, hav: coop rated to the fullest extent in facilitating 
the investigation Much secret information has been made availabl 
to me, although in drafting this report information involving Unites 
States security has been omitted 

I am convinced that at present, under the Mutual Defense Assist 
ance Control Act of 1951 (Public Law 213, 82d Cong.), most strategi 
items as defined by the Administrator are being denied to the Sov 
bloe by the principal producing and trading countries of the world 

As I will point out in later sections of this report, | am not satisfied 
with the results of our efforts to cut off Sstratecu shipments to the 


countries behind the iron curtain. There are a number of legal leaks 


which must be stopped and a number of administrative changes which 
should be made Neve rtheless. the proble ms wl ich we face ar prob 
lems of improving and perfecting a large-scale, comprehensive, organ- 
ized program which is under way. The situation confronting us is not 
one of having made a false start. We have not come up against a stone 
wall which makes further progress m the direction we have been going 
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Mr. Harriman’s reply to this letter reporting a number of changes 
made following the receipt of my letter and giving his views on certain 
of the issues raised appears 1n the appendix The second report to 
(Congress on operations inder the Mut lal De fense Assistance ( ‘ontrol 
t of 1951 contains a further discussion of these matters 
The report which follows gives in detail my analysis of the problems 
which we must solve if we are to bring about an effective control over 


{ 
trade between the free world and the area under Communist 





PROGRESS IN THE CONTROL OF STRATEGIC 
EXPORTS TO THE SOVIET BLOC 
I. Srratecic Marertats Deniep Sovier War MaAcHInt 
The Administrator of the Mutual Defense Assistance Control Act 


who is also the Director for Mutual Security, in determining which 
items are 


iS Drovid bv the Aet. establish ; t lr 

tempting al sh start in making this det ! ! t I Admiunistratol 
adopted, with minor changes, lists previ n- 
trolling exports trom the United Stat as \ a ( 1 lists eed 
LO by anun be of toreien overnme! 


The list has been divided into categories The A group contains the 
following 21 items of arms, ammunition, implements of war, 
atomic-energy materials. These items are subject to complete 
embargo by the United States and all other nations receiving United 
States assistance. No exceptions can be granted 
101 Rifles, carbines, revolvers, pist« machine pist and machine a de 


signed specifically for militar 1 1 a ecif i 


ponents al | parts theretor 


02 Guns, howitzers, cannon, mortar rocket launcher I tal flame thre wers, 
smoke, gas and pvrote 1 projector recoilless rities lesigned tor ! - 
tary use; and all specitically designed ¢ i t ‘ parts theref 

103. Ammunition and all specifically designed ¢ onents and parts thereof 
the arms enumerated under 101 and 102 

104 Bombs, torpedoes, grenade rocket I rhe led 1 es, and depth 
charges, designed for militar Ist apparat ind devi specineally 
designed for the hand g, control, activatior Lis ire letonatior Ir 
detection thereof and al peeifically lesigned ponent ind parts 


therefor 


105 Fire-control, infrared, and other night-sighting equip t, 1 tarv range, 
position and height finders wotting Instrument Limi devices, bomb 
sights, gun sights and periscopes designed for the ari ammunition, and 
implemer ts of war enumerated in this list ind a ecincally ae gned 
components and parts therefor 

106 Tanks, military-tvype armed or armored vehicles, armored trains, military 
half tracks, militarv-type tank-recovery vehicles, tank destrovers, g 
carriers, all mobile repair shops designed to service 1 tary equip! 
and all specifically designed components and parts for such vehicles 

107 Toxicological agents, the following 

a) Biological or chemical toxicological agents intended o1 for mili 


tary use 
(b) Equipment designed for the dissemination and detection of sub- 
stances included in (a) and defense therefrom 
108 Propellants and explosives, the following 
(a) Propellants specifically designed and manufactured for the articles 
enumerated in items 103, 104, and 107; 
(b) Military high explosives 
109 Vessels of war, the following 
(a) Combatant vessels or vessels designed for o 
(b) Equipment specifically designed for the layir 
tion, and sweeping of mines; 
c) Submarine nets 
(Notr.—‘‘Components and parts’”’ for the foregoing included in this 
list shall mean turrets, naval gun mounts; ‘‘accessories and 
attachments” shall mean submarine storage batteries and 
catapaults 


sive action 
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CONTROL OF STRATEGIC EXPORTS TO THE SOVIET BLOC 1] 


Act of 1951 under title 1, section 103 of that act. This list covers 
264 item listings of petroleum, transportation materials of strategic 
value, and items of primary strategic significance to the Soviet bloc 
used in the production of arms, ammunition, and implements of war. 

In general, the items covered are (1) designed for the production or 
development of arms, ammunition, and implements of war, (2) used 
for that purpose even if not specifically designed therefor, (3) repre- 
sentative of significant technological advances of strategic value, 
particularly in the field of industrial high-precision work and mass 
production in support of military potential, or (4) so deficient in the 
Soviet bloc as to represent an important obstacle in the maintenance 
or increase of the military potential of that area 

The materials and equipment covered by category B are summarized 
in the following 10 broad commodity areas: 

1. Metalworking machinery: In this category are all those machines 
specifically designed for the manufacture of armaments and the most 
important and advanced types and sizes of the following categories 
of metalworking machinery: boring, drilling, grinding, turning, 
milling, planing, forging, pressing, and other specialized metalworking 
and forming machinery. These machines have primary strategic 
applicability in the manufacture of important machine tools used in 
the production of arms, ammunition, and implements of war and 
in the production of many other types of equipment and matériel 
which contribute importantly to the military potential of the Soviet 
bloc. 

2. Chemical and petroleum equipment: in this category is found 
selected equipment highly specialized for the production of the most 
important industrial chemicals such as hydrogen, chlorine, sulfur, 
and mineral acids. Included are complete installations, unit com- 
ponents, individual pieces of specialized equipment, and such key 
items as the critical types and sizes of compressors, pumps, valves 
and containers which not only represent advanced technological 
know-how but also require in their manufacture facilities and metals 
known to be in short supply in the Soviet. bloc. All basic specialized 
equipment for the exploration, production, and refining of petroleum 
and natural gas is also covered. 

3. Electrical and power-generating equipment: Included are the 
most strategic types of electric furnaces, Diesel engines, and large 
electric motors. 2 

4. General-industrial equipment: This group contains certain ad- 
vanced metallurgical, mill, and foundry equipment such as metal- 
rolling mills, sintering equipment, and specialized casting equipment; 
selected tire-production equipment; certain abrasives, cutting tools, 
and graphite products; and certain specialized production equipment, 
such as that used in the manufacture of radio tubes. 

5. Transportation equipment: This group covers specialized vessels 
such as large ice-breakers, tankers, and auxiliary naval craft; railway 
equipment, such as specialized and heavy duty rolling stock, large 
locomotives, and general service railway rails; and certain aircraft, 

6. Electronic and precision instruments: In this group are found 
specialized communications transmitting and receiving equipment 
specialized radio and radar equipment and a wide variety of closely 
associated materials and components; advanced types of electronic 
tubes; the most important classes of electronic and precision instru- 
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ments such as electronic computers and radiation detection instru- 
ments; and specialized testing and measuring devices such as spectrum 
analyzers, advanced types of balances and ionosphere recording 
upparatus. 

7. Metals, minerals and their manufactures: In general, this group 
covers practically all nonferrous metals such as aluminum, copper, 
cobalt, and molybdenum, which are of basic importance to military 
potential. These metals are usually covered in their metal and alloy 
forms, including the basic mill shapes and highly strategic semi- 
finished and finished forms. Include 2 also are speci: alized steel alloys 
and their products such as those required for jet-engine production 
and armor plate. 

8. Chemicals: Included are all important chemicals used for the 
manufacture of explosives, propellants, and specialized plastic pro- 
duction. 

9. Petroleum products: This group covers all basic petroleum prod- 
ucts from the crude to the refined stage, including lubricants and 
specialized additives and blending agents used in the manufacture of 
aviation gasoline and high-quality motor gasoline. 

10. Rubber and rubber products: This group consists of the most 
important synthetic types of rubber and the strategic types and sizes 
of tires 

There is in addition a title I] list of 28 items which are not embargoed 
but which are controlled as to quantity. For security reasons, publi- 
cation of this list has not been pe m thed. 


Il. Exrent oF Cooperation By Orner Nations 
A. NATO 
The United States, Canada, Japan, Western Germany and most 


of the NATO countries in Western Europe have joined together 
in a cooperative effort to deny strategic materials to the Soviet war 


machine. Representatives of these nations meet as 2 coordinating 
committee and are in almost daily session ‘he nations have com- 


mitted themselves to embargo all but four of the items on the Battle 
Act category B list 

The Battle Act declares it to be the policy of the United States 
that no military, economic, or finangial assistance shall be supplied 
to any nation unless it app lies an embargo on shipments of strategic 
materials to nations threatening the security of the United States. 
In en the act provides (see. 301) that 


all er nations those not receiving U nited Sta tes military, econ mic, or financial 
ASSISTAnNce shall be invited bv the President to cooperate ¥ * * in control- 
ling the export of the commodities referred to in title I and title II of this 
act * ~ * 


In accordance with these provisions, the cooperation of 58 nations 
which receive United States aid and of other countries was invited. 
Of those receiving United States aid, 53 have expressed their intention 
of cooperating in the carrying out of the Battle Act policy. In the 
ease of the remaining countries the Administrator has information 
that items on the control list are not being shipped to the Soviet bloc. 
Most of the countries not receiving United States assistance are also 
cooperating in the program to some extent, although some insist that 
this cooperation be kept secret. 
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B. Ch ina 


Control of exports to Communist China is even more rigid. The 
United States and Canada do not permit any exports to that area. 
All of the other cooperating countries apply the same controls to 
China that they do to the rest of the Soviet bloc together with addi- 
tional controls which apply to China alone. 

In addition, the United Nations has taken action to cut off strategic 
shipments to Communist China. The General Assembly of the 
United Nations on May 18, 1951, adopted a resolution recommending 
that every nation apply an embargo on the shipment to Communist 
China and North Korea of strategic items described in the same 
general language as is used in the Battle Act. Each country deter- 
mines for itself which of the commodities the exports fall within the 
embargo. Sixty nations have submitted reports or acknowledgments 
with respect to this resolution, of which 42 indicate control which is 
regarded by the United States officials concerned as generally satis- 
factory. 

Japan occupies a key position in the effort to control trade with 
Communist China and has maintained, ever since eaining its inde- 
pendence, an almost complete embargo on shipments to that area. 
In order to broaden and coordinate the control of exports to the Soviet 
bloe in the Far East, as well as to encourage Japan to cooperate as an 
equal partner in the program, Japan has recently (September 1952) 
been admitted to the international coordinating groups and a special 
committee has been set up in that organizational framework to deal 
with Far East matters. 

Special arrangements have been made in an effort to regulate the 
flow of strategic exports through the transshipment ports of Hong 
Kong (United Kingdom) and Macao (Portugal). This has been diffi- 
cult since both these cities depend on trade with the interior of China 
for their existence. Furthermore, Macao had never had any customs 
regulations, so that developing control procedures for that port has 
presented unusual problems. Nevertheless, the United States has 
established special regulations to prevent strategic materials origi- 
nating here from getting through to the Communists by way of 
Hong Kong and Macao. Great Britain and Portugal are cooperating 
in taking measures to bring traffic through these ports under control 
although the situation remains unsatisfactory. 

C. Control procedure 8 of fore ign nations gene rally ef ctive 

Nearly every country in the world has, at the present time, an 
export-control system in operation. That is, an exporter before a 
shipment can leave the country must get a document authorizing the 
shipment, and the customs authorities must have evidence that such 
authorization has been given before they will permit goods to cross 
the border. 

This does not of itself guarantee an effective limitation on exports 
to the iron-curtain countries, however. In almost every case these 
contro! procedures were initiated to conserve the foreign exchange of 
the countries concerned. It takes a different set of standards and a 
different type of knowledge on the part of the approving authorities 
to regulate strategic shipments than it does to handle financial trans- 
actions. The descriptive information submitted and the checking of 
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actual shipments against documents has to be substantially different, 
and the detailed work is much greater. 

For any country to exercise e “ffec tive security controls over exports 
it is necessary that detailed regulations establishing such controls be 
enacted; that an adequate staff of skilled people (some who know 
machine tools, some who know chemicals, etc.) be employed and 
trained in the administration of these regulations; that the customs 
service of each country be trained and supervised in the application 
of the regulations to shipments of commodities; and that a comprehen- 
sive and fraudproof system of documentation and checking be en- 
forced. More important than anything else probably is whether or 
not the country is really trying to do an effective job or whether it is 
only observing certain formalities. 

The administrator of the Battle Act is required by section 302 (b) 
of the act to “make a continuing study of the administration of export 
control measures undertaken by foreign governments” and to report 
to Congress on these controls “recommending action where appro- 
priate.’ My European study mission made an intensive study of 
export-control operations in Germany and made observations of the 
control procedures and their administration in the other countries 
visited. 

Lam convinced that in every country which I visited the government 
has established a comprehensive system of export controls designed to 
keep strategic materials from being shipped to the Soviet bloc, and 
that each government is trying to make the system work. These 
systems vary in effectiveness. Some nations have invited United 
States technicians to survey their control procedures and recommend 
improvements. Germany has sent a delegation of its principal e xport- 
control officials to the United States to study our customs and licensing 
systems. On the other hand, a number of nations resent any sugges- 
tion that the United States might inspect or evaluate their control 
techniques. In all such cases I found that members of the United 
States embassy staffs had, as a result of informal, personal contacts, 
kept close touch with the administration of export controls in the 
country and were supplying Washington with current information. 

In the German Federal Republic we spent a day at the Central 
Licensing Office at Frankfurt. We followed through the various types 
of control documents and interviewed the officials responsible for the 
administration of the different aspects of the system. We also in- 
spected customhouses at border crossings, at large industrial plants 
and certain inland points. We visited a school at Frankfurt for train- 
ing customs officers in enforcing export-control regulations. We in- 
spected a laboratory for criminal investigation maintained by the 
customs service at Cologne where there are elaborate facilities for 
detecting forgeries and for analyzing commodities to determine 
whether or not they are what the documents declare them to be. 

There are a number of factors which have made the control of ex- 
ports from West Germany difficult and unsatisfactory in the past 
The German people have never been willing to regard the separation 
of the Soviet zone from the German Federal Republic as permanent. 
They refuse to regard trade across the zonal boundary as ‘foreign’’ 
trade, and, as a consequence, it has been difficult to get this commerce 
under effective control. This appears to have recently been accom- 
plished. In part, this has been due to the action of the Russians in 
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closing all but a half-dozen zonal border-crossing points and creating 
a no man’s land between the zones which makes smuggling difficult. 

A further difficulty in the past was the division of responsibility 
for export control between Allied authorities and the officials of the 
West German Government. This responsibility has now been turned 
over to the Germans with the understanding that they would establish 
a system and build up an organization which would assure that the 
job would be done. It is my judgement that, except for certain points 
to be noted below, the situation in Western Germany is well in hand. 

It should be emphasized that export control is a highly complex, 
technical operation. No system can be effective unless the govern- 
ment concerned is trying to make it so. As far as the countries of 
Western Europe are concerned, | am convinced that, although the 
governments have not agreed to do everything which I believe should 
be done to cut off shipments to the Soviet bloc, they are all cooperating 
in carrying out the control program to which they have committed 
themselves. 


Ill. AccOMPLISHMENTS OF THE PROGRAM 


It is inevitable, perhaps, that the shortcomings of the program for 
keeping strategic materials from Russia and the satellites are more 
widely publicized than the accomplishments of the program. The fact 
that the Administrator of the Battle Act has considered it necessary to 
recommend an exception to permit a tank steamer or a machine tool 
to be delivered to the Soviet bloc, or that an illegal shipment has been 
intercepted, commands newspaper headlines. The fact that most 
strategic items are consistently and effectively embargoed by the larger 
and more important manufacturing and trading nations of the world 
does not attract the attention of the public. 

During my investigation in Europe, I discovered frequent evidence 
of shipments to Russia and the satellites being stopped by the respon- 
sible authorities. Several such cases have occurred in Italy. 

Among the spectacular efforts of the Italian authorities is the block- 
ing of a 600-ton shipment of aluminum at Naples and the seizure of 
shipments at the Swiss border. Earlier this year, the Italian Govern- 
ment received information that a shipment of ingot aluminum amount- 
ing to 600 tons which had been licensed for export to the United 
States was to be transshipped to Rumania. Such action was a direct 
violation of an Italian export license. The aluminum had already 
been loaded aboard a ship and had left Genoa. Italian authorities 
boarded the ship when it docked at Naples and had the aluminum 
removed to a warehouse. The aluminum remains blocked in Naples 
pending a decision as to the culpability of the exporter and the final 
disposition of the shipment. 

Another example involves the case of two freight cars containing 
several tons of aluminum destined, according to the export permit, 
for Brazil via Switzerland. The Italian customs officials learned that 
the shipment was to be diverted, through complex channels, to 
Hungary, and immediately effected a seizure of the shipment. 

Another dramatic seizure of strategic metals was made this summer 
at the Italo-Swiss border when Italian customs officials discovered that 
a large shipment of aluminum and copper was to be passed through 
customs disguised and billed as magnesium. The shipment was held 
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in customs, and legal action was to be promptly taken against the 





offender. The offender was immediately denied all normal foreign- 
trade facilities. 

ltaly’s refusal to license the delivery of machinery to a satellite 
country, which was produced by two Italian firms, typifies her willing- 
n to cooperate in bloeking strategic shipments to Kastern Kurope 
The equipment involved had been ordered some years ago, and the 
Italian Government had given the manufacturers assurances that 
export licenses would be issued when the machinery was ready for 
cit er However, by early 1952 hen the firm applied ior export 
license thie items of equipment had been recognized as of high 
va ! we ner 1 inte in various NATO 
| i on i btal nt with an un 
| ( ! } COV } ental ( l $ LV] ir'¢ 
( e § 1 nD that an expo! | ns Will be 
\ I ( } hal i j nD hye es 1 the of 
{ I ! etlor aid 1! ni > tl nse | nents ol 
\jter ! 1 n | i ( L¢ i hat 
l hee nem DUILY OF Aa LE er] ( i I LV 
( 0 even he delvery oj tego atel il 
he S nd wh needed in the se ( of 
{ ! Cl ( C aul ( ( to the two n 1u- 
1 ] I ( I ( pl I a ( the ict that the 
{ | ( finsat ] 1e] > } le con 
nee ! | t ) ( ne ( NO}! ns¢ ! T Vir- 

{ time t} red vr 
i hh | ( a ci ol ( S101 ort 
ot ( el lo had be on ord l ( t 51 nb 
5 ( I { {or hich firm contract ne I ne cases 
! | I rhe ts hance 1¢ l i¢ } RB ; | rel cd 
to |! fill delivery contracts for fOOUS whiel had been on order im 
Britain, in many instances, before strategic export controls were 
imposed by the United States or by Britain. The British refused to 
cié el thes: ‘Oods Hpecaruse Ot t} flr OVE nding strategy] nportance 
or because of the need for the goods in the United Kingdom, Common- 


Wee lth al d NAT ) def nse programs ‘These coods included several 
million dollars worth of machine tools and two tankers for which the 
British Government had urgent defense requirements because of 
difficulties over Iranian oil. 

Somewhat similar action was taken by Denmark. The trade 
agreement between Denmark and Poland which was signed on June 
9, 1952, provided for the exportation by Denmark to Poland of five 
trawlers, among other items, in exchange mainly for Polish coal. 
The trawlers desired by Poland were located in the Faroe Islands. 
However, during the course of the negotiations for the sale of these 
ships it was ascertained by the Danish Government that two of the 
trawlers which Poland wished to purchase had been constructed as 
naval vessels. Upon learning this the Danish Government issued an 
immediate order to prevent the transfer of any trawlers pending 
further investigation. Discussions were also held with the parlia- 
mentary representatives of the various parties. After such dis- 
cussions the Government took action to prevent the transfer to 
Poland of any trawlers which were former warships. 
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In another case, the Danish customs authorities confiscated an 
automatic pilot assembly which a Danish firm had imported from 
the United States and was attempting to reexport to Czechoslovakia 
under the label ‘instruments ‘Upon examination by the Danish 
customs, the shipment was fo nd to be a used automatt nilot assembly 
marked “U.S. Army” which had apparently been obtained from 


United States Army surplus stocks 

This case and other violat V the same fil wel nvestigated 
by the Danish pe lice and a chara Vas brou 1} wealnst he Dani h 
exporter in the city of Copenhage court on tl ounas ol having 
infringed Danish export regula 

The above case Is il ra eC OL SeVE il in which ¢ Dan ( SLOTS 
authorities and police have, by their vigilar | ted the violation 
of United States and Danish ¢ ol recul: and the illegal 
transshipment of strategic iter . 

1\ \1 | ( UN DLO¢ 

The deseription of certai ( the Soviet bli hich fol 
lows deals only with what 1 ( 1 1e¢ i Phi trans- 
actions and situ ons Wh | el ruintio on 
to deal with or have no T | ( ill a 
tion to these le: 
evasions of the ntrol } ( Lj ( 2 n 
the United States ar : ( ! ‘ ! I caucht 
violating the « O} tL] | ( v) \ l of the 
violators who al | hat the job 
ol stoppin: illecal shipme! { Ui . on hist-« ! i Lie Ss sec- 
ondary to the plus I h have not been 
brought Within th pe o 

An indeterminable volume of s mate! e moving to th 
east through a number of co s, primaril nm We rn Europe 
which are coo} atu vith the | . rh Of - ’ 
the Soviet bloc because such shipments at . 

Long-established arrangements, subjec tO a ( organized and 
documented procedure and sanctioned by international agreement 


(Convention and Statute on Freedom of Transit, Barcelona, April 20, 
1921), have been developed for facilitating the shipment of goods 
through certain seaports and across national boundaries of countries 
other than that in which the goods originated and other than the coun- 
try of final destination without such shipments coming under the con- 
trol of the countries so transited. That is, every encouragement has 
been given in the past for a French firm to ship by rail across Germany 
or Switzerland, or both, to Czechoslovakia without any interruption to 
the shipment for customs purposes at the German or Czech borders 
In the same way encouragement has been given to shippers in South 
America to send a cargo to Rotterdam, have it unloaded there into 
barges which would then go up the Rhine to Switzerland without such 
shipment legally “entering” either the Netherlands or Germany. 
The economic advantages of such arrangements both to the buying 
and selling countries and to the countries which provide transit 


facilities are apparent. 
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The existence of these arrangements has encouraged a practice 
which has presented an opportunity for evading export controls on 
shipments of strategic materials to the Communist countries. In 
normal times there have always been merchants who would receive 
orders from buyers in Czechoslovakia and other countries without 
Atlantic seaports and who would in turn purchase the goods to fill 
the orders in the United States or other nations where ocean shipping 
would be involved. The buyer would not know the original supplier 
of the goods and the seller would not know the ultimate receiver. 
Goods handled in this way would be shipped by the original seller to 
Antwerp, for example, to a freight-forwarding firm there in the name 
of the merchant who would serve purely as a middleman. The mer- 
chant then would have the shipment redirected to his customer in 
Czechoslovakia. This practice of reconsigning shipments in transit 
requires special measures to be taken in order to prevent its use to 
vet around export control regul: ations. 

To meet this situation the import certificate, delivery verification 
ICDYV) system has been adopted by most of the Western European 
NATO governments, the United States, Canada, Japan, and Germany. 
This system provides for the exporting country to receive a cer- 
tificate from the government of the importing country that the 
goods in question are to be used within the country and that they will 
not be reexported. Provision is also made for the exporting country 
to request delivery verifications, that is, a statement that the goods for 
which an export license was granted were actually delivered as pro- 
vided for in the heense 

The ICDV system provides effective protection against diversion 
to the area behind the iron curtain of shipments licensed for a legal 
destination if the country of origin of the shipment is cooperating in 
the program. It makes it possib le for a country which desires to do 
so to see that exports which it licenses go only to bona fide firms who 
use the goods as they indicated they would. 

Items on the embargo lists are currently and legally moving to 
Communist countries through the seaports and across the borders 
of countries which are cooperating in the export-control program. 
This is possible because shipments from noncooperating countries 
consigned to Russia or the satellites are allowed to pass through the 
free ports or to transit by rail such countries without interruption 
in accordance with established practice. Copper from Chile destined 
for Czechoslovakia is reported from time to time as being transferred 
from ocean vessels to barges in the port of Rotterdam for subsequent 
shipment via the Rhine through Germany to Switzerland and by 
rail to its ultimate destination 

As yet, no general procedure has been put into effect for dealing 
with ihis situation although Japan, the United States, Canada, and, 
to a limited extent, the United Kingdom, have adopted a system of 
licensing exports of strategic items landed in free ports of those 

countries. [It should be emphasized that such transit shipments do 
not constitute a leak if the countries of origin are cooperating in the 
export-control program. If the originating country does not permit 
items on the restricted lists to leave its borders unless there is assur- 
ance as to the ultimate destination it does not matter whether or not 
such a shipment passes through a free port en route. The issue is 
whether or not the countries which are cooperating in the effort to 


CONTROL OF STRATEGIC EXPORTS TO THE SOVIET BLOC 19 


keep strategic materials away from the Soviet-dominated countries 
should be required to interfere with their traditional transit trade 
and endeavor to stop goods which are on the control lists from leaving 
their borders. ” 

The study mission made a special survey of this situation. The 
ports of Antwerp, Rotterdam, Hamburg, and Copenhagen were 
visited and discussions were held with businessmen and port officials 
in those places. Each of the ports is reluctant to impose controls on 
intransit shipments because of the importance of such traffic and the 
long-accepted practice of not interfering with such shipments. Each 
is insistent that it take no action. by itself since the result would be 
merely to divert trade to competing ports. In all cases it is pointed 
out that attempting to control the movement of goods in transit 
through cooperating countries would merely divert such traffie to 
direct shipment from the country of origin to a Soviet port. 

It is very difficult to establish any con rol procedure for transit 
through free ports that will work equitably since the nature of the 
business handled by each port varies with its situation. Hamburg, 
for instance, receives most of its shipments in transit to the Soviet 
bloc from Czechoslovakia and other eastern European countries. 
Such shipments come by barge down the Elbe or by rail to Hamburg 
and are loaded into steamships there to be hauled to Russia, China, 
or other satellites. Any restriction on such movement would merely 
mean that such shipments would be routed a different way. Copen- 
hagen does very little transfer of cargo to or from barges and handles 
almost no bulk cargo in transit. Its transit business is primarily 
taking goods from vessels in the Atlantic service and putting them 
on Baltic vessels and vice versa. Rotterdam and Antwerp, on the 
other hand, do a lot of ship-to-barge and ship-to-rail transit business. 

Nevertheless, in spite of all the difficulties, businessmen and officials 
in all the ports visited said that the in-transit trade in restricted items 
with the Soviet bloc was not so important as to make giving it up 
impossible and that they would be willing to cooperate in con- 
trolling such shipments if they were assured that competing ports 
would do the same. As a result of a determination by the Battle 
Act Administrator, the United States Government recommended last 
August to other governments action to bring transit shipments through 
the free ports under control. This recommendation has not yet been 
enacted. 


B. Prior commitments 

A major leak to the Soviet bloc at present is the delivery of goods 
by our allies under what have come to be designated as ‘prior commit- 
ments.”” These are contracts with Russia or the satellites which were 
entered into before the Battle Act went into effect (some of these con- 
tracts were signed even before the Marshall plan) and which the sup- 
plying countries feel themselves legally and morally bound to carry 
out. This determination is reinforced by the fact that these countries 
report that the Russian-dominated countries have always meticu- 
lously observed their commercial agreements as to payment and 
delivery of goods which they contracted to supply. In some cases, 
such as the Danish tanker mentioned below, the Russians supplied 
steel for use in construction and made substantial payments as the 
work progressed. 


25494—53——_-4 
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At the time of mV Visit to iD Irope inistrator had 


the Battle Aet Adn 


granted three exceptions (in accordance with sec. 108 (b) of the act) 
for shipments involving prior commitments The first, the delivery 
bh the Netherlands to Poland of about $240,000 worth of petroleum 
expl on equipment; the second, sale of a $11,000 griding machine 
by Italy to Rumania third ne manure ire ola 13,000-ton oil tanker 
by By ark for Russia leoxe ptions so tar have been grant ad cover- 
Ing prior commitments olf a total value of $2,500,000 ‘There are still 
on th ooks tor future delivery commit! nts of over three times this 
amou!l It is | ly that there will be additional exe ptions rranted. 
Th s are all on the er o jist and all nations understand and 
app ent accept th fact that they ire not to bye exported They 
excuse, however, the delivery against old contracts on the basis of 
prior col nitments 

It should be emphas zed that Denmark has recently laid the keel 
of a second oil tanker for Russia in further fulfillment of the commit- 
ment which resulted in delivering the tanker last summer for which 
an exception has already been granted 

The Administrator interprets the act as permitting aid to be cutoff 





or exceptions to be made 


thou 


wh the United States ha 


As 


only after shipments have taken place 





a consequence, even peen informed by a 
country that if has contracted Lo export an eml argo-list item on a 
viven date and that it has every intention ol dome 30, the decision as 
to wh ther o1 Lot United States ald should be cut off has never 
been taken by the Administrator on such a case prior to the making 
of the shipment. ‘The study mission was informed by our Embassy 
in London that the British had announced their intention of delivering 
a number of embargo-list items against prior commitments on schedule 
throughout 1952 and 1953 [t was not until December 30, 1952, that 
action was taken by the Administrator to grant exceptions for these 
shipn ents 

The proble m present d by prio! commitments was rec ognized by the 
Adn 1) rator at the time the Battlh Act went into eff CU. The coor- 
dinating countries were req Ue ted to agree to defer all deliveries of 
prohil edi items agaist outstanding contracts until an inventory could 
be taken of such commitments and an evaluation made of their signifi- 
cance This these nations ret sed to do although they have cooper- 
ated in subn ILLING a ¢ ireful invento of thetr outstanding prior com- 
mitime and have agreed to cancel the delivery of a number of such 
items W hich have be¢ n contrac ted LO] 





Itis vy to understand the reluctance of our allies to break contracts 
previously entered into in good faith. It is difficult to understand 
their apparent indifference to the benefit derived by the Communist 
countries from such deliveries while fighting is going on in Korea and 
while they are threatened by a Russian invasion of Europe. Officials 


of several European governments explained to the study mission 
that their governments had a policy and tradition of living up to their 
contracts with an implication that the United States, perhaps, had a 
different policy and tradition The United states, however, when it 
takes emergency action for its defense makes its commodity allo- 
cations, price ceilings, and export license limitations without regard 
to prior commitments. Ordinarily, such regulations go into etfect 
immediately and previous contracts have to be adjusted accordingly. 
1 believe that the primary explanation of the European attitude on 
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this point is that the Europeans regard the current. it 
situation, including the Korean war, as being less of an emerge 


icy 
than do the people of the United States - 
er, Sh ipping a nd sh ip rr pa ip 

The Mutual Defense Assistance Control Act does not make specif 

reference to ships or ship] ne Neverthe] SE ’ Oo! ed that 
these items May have military alue to the Soviet bloc All vessels 
of direct military use such a shu and ers al m- 
bargoed and tankers may n C ( ed to Russia or the satellites 
The sale of large merchant vi Is to the Soviet bloc is prohibited, 
and arrangements to restrict the chartering of vessels to carrv stra- 
incorporation of embargo list it 3 eSSi in lt or repaired 


Russia’s shipbu 1cain) and s ) if rr¢ L¢ oted oO nay } 


vessels, so that almost no { lable fe ld or repair- 
ing merchant ships. 17 R b2 hant fleet is small and its 
vessels are old. I found « on the part of 
Russia in using the drvdocks ( vard ta es of Western I 

to overcome this hand 1) Re { R has hado 100 for n 
ships under charter t| mn \ subst al proportion of 
these ships were uw mT ” charter which mi hat duru 
charter period these vessels Ove he control of tern 
nations It see! O Mme il . , 
available to Russ ) . 

The United States | d ed 5 f the control of 
merchant Ships \ h tl col ( Wes Kurope | oliicial 
control action hs De Institutes Nae! Bat ; Let Cor sider- 
able success has be attains n vet ¢ agreement by countries o1 
individual firms n¢ 0 hiy ¢ services fot 
the bloc, howeve} | Dee hat mntrols over sl Dp ¢ would have 
some etlect mn impeding i ri pl nts to L¢ ron-curta 
countries. 

FiO Ite ms not o the él } 

In the course of my investigation, I found subclasses or size groups 
of three different items O trate nature (which cannot be named for 
security reasons) which not on the embargo list established by the 


administrator of the B: » Act and which in m lement should 
be embargoed. NIy Op! yn in thes eases is based on the fact that 


United States officials in whose judgment and competence I have 
confidence, believe that they should be embarcoed In addition. | 


found that although other governments agreed with the United 
States in principle that parts and components of items on the em- 
bargo lists should not be exported, these governments have not 
established controls over the export of parts and components which 
the United States regards as adequate Negotiations wer till in 
progress with other governments in mid January in an effort to 
strengthen these controls. 

There is no reason to believe that these are the o1 ly examples of 
this kind. It was possible for the study mission to devote only a 
limited amount of time to analyzing this aspect of the embargo lists 
and the fact that additional cases of this kind were not found does 


not justify the conclusion that they do not exist. 
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In these cases there apparently had been objection from other 
governments to establishing tighter controls of these items prior to 
the Battle Act. 

There are apparently two primary considerations which influence 
the attitude of our allies in these cases: First, they disagree with our 
evaluation of the significance of these items to the Soviet war machine; 
second, the trade in these items is much more important to our allies 
than such trade is to the United States. These considerations will 
be examined in detail later. 

Certain items which are of recognized strategic importance are not 
on the embargo list primarily because it is not believed to be possible 
under existing conditions to establish effective control over them. 
Rubber is a case in point. Natural rubber is vital to military opera- 
tions and the Soviet bloc is dependent on natural rubber imports. It 
is argued that it is not possible short of military action (such as a 
blockade and occupation of countries unable to control their own bor- 
ders) to establish an effective embargo on the sources of natural rubber 
in the Far East. Some of the governments of rubber-produc ‘ing states 
have not the means to enforce an embargo even if they agreed to do so. 
The fact that under present conditions it may not be possible to keep 
Russia from getting the small quantities of rubber which are indis- 
pensable for military operations does not mean that no control of 
rubber exports is desirable. Limiting the flow of rubber does impose 
economic and military hardship on the Soviet bloc. It is desirable 
that a continuing effort be made by the United States to bring about 
situations which will make it possible to bring the export of rubber 
and other strategic materials under control. Until it is possible to 
make an embargo effective, however, it is not wise to harass indi- 
vidual governments which are cooperating with us to get them to 
cut off all shipments of commodities which the Russians are sure to 
obtain elsewhere in adequate amounts if they have to. 

Further doubt is raised as to whether or not the Battle Act embargo 
list includes all of the items that should be embargoed by the fact that 
the United States forbids 28 items from being exported from the 
United States which are not on the embargo list prepared by the 
administrator of the Battle Act for foreign countries. In addition, 
the United States embargoes all exports to Communist China while 
the Battle Act administrator has established no special restrietions on 
shipments to China. The control of exports from the United States 
has been assigned by the President to the Secretary of Commerce 
under the authority of the Export Control Act of 1951 (Public Law 33, 
82d Cong., Ist sess.). The fact that the Battle Act administrator and 
a Secretary of Commerce apparently are not in agreement as to 
which items should be denied the Soviet war machine suggests that a 
precisely defined policy and solid factual basis for the embargo lists 
does not vet exist. 


EF. Kurope an neutrals 


Another limitation on our ability to keep strategic items away from 
Russia and the satellites is the neutrality policy of Switzerland and 
Sweden. Because of this policy, neither country is willing to join the 
NATO or to cooperate in any effort to resist Communist aggression. 
Neither will formally cooperate in a program for denying strategic 
materials to the Russian war machine. At the same time, neither 
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country receives any United States assistance. (Sweden did get aid 
during the first year of the Marshall plan.) 

Both countries are important in trade and manufactured products 
of strategic value. Sweden has important Baltic Sea commerce and 
has a common border with Finland, a country subject to Russian in- 
fluence. Switzerland has no common border with the Soviet bloe but 
does border on Austria. Switzerland is nevertheless an important 
country for transit trade, particularly via the Rhine. 

Neither country can, however, be regarded as providing free entry 
to the area behind the iron curtain. In part, this is due to the fact 
that the United States exercises a close control over exports of strategic 
items originating in the United States and does not permit them to go 
to firms which deal with Russia or the satellites. As a result, estab- 
lished firms in foreign countries, regardless of the Battle Act, are 
usually very careful to avoid getting into our bad graces with the 
danger that they will be cut off from future exports from the United 
States, 

Neither country regards being neutral as being pro-Russian. Both 
countries are sincerely democratic and are against communism and 
dictatorship. They take measures to prevent their being used as a 
channel for irregular transactions with the Communist countries. 
Switzerland uses import certificates for strategic materials imported 
from countries which control exports. The Swiss refuse to permit the 
consignee on a shipment to be changed without the approval of the 
country in which the shipment originated. Their attitude may be 
expressed as follows: 

We will not interfere with any shipment transitting our country to Russia in 
the legal and established manner. The way to stop such shipments is to get the 
countries which originate them to cut them off. We will not permit shipments of 
strategic items to be sent to Switzerland and then reconsigned to a Soviet-bloc 
destination without the approval by the exporting country of the reconsignment. 


Furthermore, we have no common border with the Communist world. Any ship- 
ment leaving Switzerland for the East must pass through Germany, Italy, or the 
western zones of Austria before getting to the Communists. These countries 


are not neutral. They should interfere with ship! ents Which transit Switzerland 
not us. 

A further consideration is the fact that the financial incentives to 
the well-established manufacturers and merchants tend to be greater 
if they play ball with the West than if they deal with the East. Dol- 
lars are better than rubles, and western markets are more secure than 
those in Communist countries. There is no doubt that there are many 
businessmen in the neutral countries as well as elsewhere who can 
make large profits on individual transactions with Russia or the satel- 
lites and who are continuously trying to do so. They are a serious 
danger, and every effort should be made to keep their activities under 
control. The point is, however, that they tend to be firms interested 
only in the present without much regard for the future or for their 
reputations in the Western World. 

In spite of the factors which have been outlined which retard the 
free flow of strategic materials and equipment to the Russian bloc, 
the fact remains that the European neutrals do not try to embargo 
all shipments of strategic materials to the Communist countries and 
must be regarded as constituting a leak to that area. 

Even though these countries may take some measures with respect 
to strategic export controls, they insist that these measures are entirely 
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independent of anv cooperative effort and are based solels on th 


own national security requirements, foreign financial and trade policy 


or the like. This attitude seems to me, under present-day cireum- 
stances, to be unrealistic. The neutrality of non-Communist Euro- 
pean nations is possible, in a world threatened by Communist aggres- 

I only beeause of the cooperative effort of the \ ALTO countries 


mad others Willin to tak »a positive stand Hae Hitler Won World 


1 
War Il, there would, in my opinion, be no neutrals in Europe today 
i 
t 


the neutrals would have been inexorably forced into the position o 
N LZ satellites Similarly. the iccess of i policy ol neutrality 
dependent on Soviet agveression bi ine’ offset by nations which respect 
the independence, rights, and integrity of all nations in fact, the 
neutralitv of Sweden and Switzerland will be pres rved only if NATO 

d other cooperative free-world efforts are successful Under these 
circumstances, close cooperation with the free world, which is possible 
e\ } vitl nh a pores of neutrality, seems both des ral le Hna realistic 
FEF. Berli 

| pecause of it Situation, n t ime tab] pe regarded as a 
we pomt in the arrangement {for keepin ratevic mat rials wway 
from the Soviet-dominated countries All civilian transport in or out 
of Berlin, except by air, is subject to Russian inspection. Before the 
war Berlin was a large manufacturing center particularly for electrical 
equipment An effort is continuously he Ing’ lh ade to keep the factories 
of West Berlin going in order to provide employment and to maintain 
the morale of the populatior It is necessary that steel, nonferrous 
met ind other materials and parts be shipped into Berlin if industry 
l to operate It is necessary to ship out of Berlin th products of 
Berlin’s manufacturing plants in order to find a market All suel 


shipments can move only with Russian appl rval and there is no doubt 


that the Russians can confiscate anvthing they regard as sufficiently 
important to justify such action any tim h V want to 

Nevertheless, Berlin shou ld not be regarded as a channel t] I yuch 
which strategic materials move to the east without control 
technically adequate control procedure has finally been worked out 


yy 
ll-staffed organization has been s« 


West Berlin has two kin 
| 


up to administer | 


ls of | oundary The lon est 1s the bound- 


ary which separates the western sectors of the city of Berlin from the 
Russian Lone Jerlin IS completely surrounded by the Russian 
Zone The other is the boundary within the city of Berlin which 


separates the Russian sector of the city from the combined United 
States, British, and French sectors 

The zonal boundary of West Berlin is subject to close control. 
There are a limited number of streets open and these are guarded on 
both sides by German police and customs officials and on the Russian 
side (in most cases observed by the study mission last September) by 
Russian soldiers. All road shipm nts appear to be subject to as close 
scrutiny as is found at any national border. Control over rail ship- 
ments is not as effective since freight may be accepted by railroad 
stations in the Russian sector and the railroads are under Russian 
control. Railway stations in the western sectors are subject to 
western control procedures. 

Strategic shipments to West Berlin are authorized only after the 
West Berlin government has certified that the goods are necessary 
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i hit 


and that they will not be diverted. A document is sent ahead of the 
shipment to Berlin when the shipment leaves the German Federal 
] ty 


Republic and if the goods do not arrive in 10 days an investigation is 


I i 


made and punishment is meted if there has been a diversion of the 


goods en route ruck drivers who fail to deliver the full cargo with 
which thev entered the Soviet may be barred from further entry 1f a 


more severe penalty is not justified 
On shipments from Berlin to the west a roughly paral 
system is used 


lel control 


The control of the sector boundary is inevitabl ss Satistactory 
It would be possible to fence the entire boundary and erect barriers at 
the limited number of crossing points permitted. The United States 


has not been willing to take such action, however, since we do not 
want to take any initiative in separating Eastern and Western Ger- 


many. As it is, the Russians have always moved first in any action 
of this kind. The interference with traflie across the sector bo Ind- 
aries becan when the Russians ( stablished controls at the time of the 
airlift 

Although there are no barriers or established check points ther 
are police and customs otlicers on the sidewall Ss on ach ide ol he 
sector border on the principal streets. The stop trucks to see if 


their loads have proper documents and also inspect passenget 
when they deem it advisable. 

The fact remains, however, that for small items (industrial diamonds 
as an extreme case) a person could get on a subway in West Berlin 
and ride to East Berlin wit 
evitably the controls along the sector boundary leave son 


be desired 


* 
J 
i 


A procedure whi h | effective in keeping Strategic items away from 
the Russians is the check maintained by West Berlin manufacturers 
over their shipments and the customs control maintained at in- 
dividual plants Germany has traditionally maintained an “inland 
customs”’ procedure There are customs houses in all cities and in 


the very large factories where shipments are cleared through customs 
as they are loaded into freight cars, barges, or trucks at the plant 
The study mission inspected such a customs house at the plant ota 
large electrical manufacturer in West Berlin. Shipments can, of 
course, leave the factory without going through customs but the 
principal manufacturers rely on materials from the west and _ find 
markets in the west for their products (they prefer not to sell for 
east marks or rubles) and cooperate with Allied and West Crerman 
authorities in order to assure that there will be no interruption of this 
traffic. 

In particular, in the field of machinery and electrical equipment, in 
spite of the fact that the eastern authorities have been trying des- 
perately to obtain such goods, and although certain types of ship- 
ments are still legal, the following figures show that West Berlin 
firms have all but ceased to deliver. 

Deliveries to Soviet-bloc countries of equipment in the machine- 
tool field which previously had accounted for approximately 25 
percent of the total sales has fallen to zero, despite the fact there have 
been possibilities under previous postwar trade agreements for trade 
in this field. 

The records of the firms in round figures follow: 
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Machine tools 


re a Percent to So bl untries 
l i irk 
g 28 1 2 9 id che ark 
I A 12-14 
Fir " 1S IZ ] i irk 
: f 1938 8] x (8 tschemark 
f x $20 000 tsel irk 

Fir ) é 


The performance of the electronics industry parallels that of machine 
tools. It should be reemphasized that there has been a possibility for 
legal sales of some items to Soviet-bloe countries under postwar trade 
agreements, making the pronounced swing to western markets the 
more remarkable 


"ao 
Electronics 
I 
eutsche Percent to Soviet-bloe countries 
irk 
» s 28 128, 000, 000 11 (14,000,000 deutschemarks 
I ) 0, 000, 000 5 (250,000 deutschemark 
; f 3X 120. 000. OO & (11,000,000 deutschemarks 
x 12 l : leu err < 
k 1 19 20, 000, 000 
} . f 1938 120, 000, 000 5 60,000,000 deutschemark 
irm ¥ 1 1952 50, 000,000 | 0 
! 1 
Fir aoe , 1 & (BR 
1952 130, 000,000 | 0 650,000 deutschemarks) 
1 Not available 


The effectiveness of these arrangements is indicated by a case 
reported to the study mission in which a shipment of ball bearings 
from West Berlin went to another country of Western Europe, was 
there transshipped by water to Rostock (an East German Baltic port) 
and then sent to East Berlin. This was possible because of fraudulent 
action by a West European firm which was caught. It indicates, 
however, that it is not easy to transfer ball bearings from West to 
East Berlin. 

A further indication of the effectiveness of the control of shipments 
to Berlin is the case of a Berlin forwarding agent who undertook to 
transport a generator valued at 32,800 deutschemarks, properly 
documented, from Hamburg to West Berlin. Acting upon instruc- 
tions from his principal, the trucker delivered the generator to a 
Soviet zone shipbuilding vard on the Baltic Sea. Upon arrival 
there, an old generator, worthless except as scrap, was substituted 
for the new one and subsequently shipped to West Berlin. Suspicion 
of the customs authorities was aroused when they observed the truck 
parked in West Berlin. Their routine inspection of the documents 
in possession of the driver revealed, from official notations by customs 
border authorities, that the vehicle had remained 4 days in the 
Soviet zone. Interrogation of the driver and subsequent investiga- 
tions of the entire transaction confirmed the diversion cited above. 

The control of shipments to and from Berlin has been made easier 
by the restrictions imposed by the Russians. They have closed most 





CONTROL OF STRATEGIC EXPORTS TO THE SOVIET BLOC 27 


of the roads crossing the zonal border of the city and have felled trees 
along the boundary, making a sort of no man’s land to discourage 
illegal crossing. As mentioned above, they instituted the practice 
of checking on traffic between the eastern and western sectors of 
Berlin. The Russians make trucks line up for miles to be inspected 
on the way to and from Berlin, and the day the study mission drove 
from Berlin, across the Soviet zone to West Germany, I talked to 
truck drivers who had been 18 hours en route from the German 
Federal Republic to Berlin, a distance of 100 miles. The time had 
been consumed in inspection by the East German police at the points 
of entry and of exit. All these things made the controls imposed 
by the West German authorities much more palatable to the people, 
since the western officials perform their inspections rapidly and 
efficiently with no indication of intentional delay. 

That all these restrictions have drastically curtailed the total trade 
of West Berlin is indicated by the following table: 


West Berlin’s trade 


[All figures in millions of deutschemarks (West)] 
51 J r June I52 
Receipts De ( I D es 
WEST 
Federal Republic 2, 769. 3 1,09 1, 399.7 568. 5 
Other Wester 147. 5 2t 7.7 41. 
rotal! 2, 916.8 221. ¢ 457.4 659 
EA 
Ka ind sector 75. 1 42.4 4. ( 8.3 
Other Eastert & » 0 2 
I s 9 5 
Potal t € 2 7 é ‘ $2.4 
Approximate figure 
Source: Statistisches Bundesamt Wiesbaden for trade with Federal R kport t ther western 
and other eastern; Statistisches Landesamt Berlin and Senat for East zone f r; Berliner Zentralbank 
for import from other eastert 


As long as the present situation continues with respect to Berlin, 
Berlin must be regarded as a leak to the Soviet bloe On the other 
hand, first-hand observation has convinced me that Berlin does not 
provide an easy pathway for strategic shipments to penetrate the 
iron curtain. There isa comprehensive and efficient control procedure 
which prevents and discourages such shipments. Nevertheless, there 
are certain situations which are not now and are not like ly to be in the 
foreseeable future under control. 

G. Austria 

Austria constitutes another obstacle to the establishment of an 
absolutely effective embargo of strategic items to the Soviet bloc 
It is divided into a Russian, British, French, and United States zone. 
As is the case in Germany, Vienna, the capital, is isolated in the 
Russian zone but subject to four-power control. The situation as to 
export control is substantially different from that in Germany. The 
Austrian Government governs the entire country. Commerce moves 
freely across the zonal boundaries. The Austrian Government 1s 
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independent of Russian domination. It is anti-Communist and 


cooperates with the United States and the western allies. 
The United States believes that it is essential that support be given 
to Austrian industry in order to maintain employment and to en 
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1 : 
embargo on strategic items can be maintained at the border between 


the eastern and western zones or the borders between Austria and the 


satellite countries. 
H. Other countries 

In addition to the countries mentioned, there are other nations 
which are not effectively curtailing shipments of strategic materials 
to the countries behind the iron curtain. Argentina, for example, 
while not pro-Russian, receives no United States aid and refuses to 
accept United States leadership. There are other governments 
which are sympathetic to the objectives of the Battle Act and which 
express their willingness to cooperate but which do not have and in 
some cases apparently are unable to establish effective export controls. 

Fortunately, none of these countries are important manufacturers 
of strategic items. 

Some, however, do produce strategic raw materials. In most of 
these cases it has been possible to work out some sort of restrictive 
arrangement with regard to the specific commodities in question, while 
disregarding the matter of export controls in general, 
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V. ATTITUDE oF EvrRoPpEANS Towarp Russian AGGRESSION 


After visiting eight countries of Western Europe, after talking 





privately to businessmen and business groups as well as conferring 
with government officials and with members of the United States 
embassy staffs, 1 am convineed that the people of Western Europ: 
believe that it is desirable t cut off strategic items from tl soviet 
bloc. lam convinced also that the countries of W Kurope are 
willing to make some sacrifices in order thi ich a program ci ( 
erective 

A typi al indication of this attitude w: olven D h 
the st 1dV mission | d with a Up « nad ( l ~ 
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industry Th Sn Ln) Was arral thi 
\ t| GC I | l la! I Cl i 
m oO p , \ l i ( ( is | t 
s 1 wn f trade w h h -Cl Li! ( N ) 
W | 1! l nad tl Lt ! | | 
Keel ( ) | ws 
i ) red ) 
oO! th I nn other « ( 
the s r tio 

rey a ot the EF | 
Wt \¢ ab tc ( S ( n 
the Unit stat thé | i | ( 
~~ t i ¢ | ( 

I N a a 
th iong-! were Berd port eor . prim: ne do 
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In general, the initiative has been ta 1 by the United S 
imposing controls and adding ite! to the embargo lists t is true 
that the United Kingdom began to withhold strategic shipments from 
thi Russian domina d COUnTI I 1947 be { UI] ed States 
he on to restrict s ich ‘ xport N’, VO] } : ( } | t tS ies 


than any othe r 
} 


ne posli- 


began such controls we have had a longer list of items 
country, and in most instances the United States has been in t 


tion of urging the other countries to take action which they have 


been reluctant to agree to. 

An important reason for the difference between the European and 
United States attitudes toward curtailing exports to Russia and the 
satellites, is that such trade is not of creat importan e to the United 
States while it is important to the countries of Western Europe. 
Most of the European countries require substantial imports of wheat, 
coarse grains, and lumber. In addition, as long as Western European 
coal production continues to lag below the prewar level there is a 
desire to import coal from Poland. Russia also is a major source of 
manganese and a few other minerals required by European manu- 
facturers. 

The industrial nations of Western Europe cherish the hope that in 
the underdeveloped countries behind the iron curtain they will find 
markets for their manufactures in which they will not be at a com- 
petitive disadvantage with United States and other more distant 
producers. To them trade with the East is important not only in 
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terms of their current pressure to find nondollar sources of essential 
imports but also in terms of their long-run hopes to be able to pay 
their own way. 

Evidence of the deep-seated popular belief in the value of trade 
with the Russian-dominated countries is supplied by the recent actions 
of the West German Parliament and of the British Trade-Union 
Congress which follows: 


RESOLUTION OF THE GERMAN BUNDESTAG! on East-West TRADE 


( 


(Passed unanimously, with the exception of the Communist deputies on May 6» 
1952) 


he Bundestag resolves: (a) The Federal Government is requested in con- 
nection with the replacement of the occupation statute to take steps to insure 
for the Federal Republic full freedom of action, in regard to the implementation 
of regulations governing trade with the east, in those matters where such freedom 
does not now exist; specifically this applies to border controls and to the negotia- 
tion and conclusion of trade agreements with countries in the Soviet orbit 
b) The Federal Government is asked to strive for an internationally uniform 
reduction of the restricted lists, consistent with the security of the Federal Re- 
public, in order to bring about a strengthening of legal east-west trade and 
thereby facilitate a relaxation of west-east relations 
The Bundestag approves the Federal Government’s willingness to take up 
normal trade relations with the U.S.S. R., similar to those with other Soviet-bloe 
countries, as soon as the Soviets provide the necessary basis therefor 
The Federal Government is requested to take appropriate steps to eliminate 
all present discriminations by the U.S. 8S. R. and the other Soviet-bloe countries, 
which stand in the way of normalizing trade relations between the Federal Re- 
public and the U. S. S. R. as well as other Soviet-bloc countries With the 
reestablishment of these relations provision must be made to insure from the 
start there is mutual unrestricted nondiscrimination in regard to both the status 
of persons and the legal factors governing trade 
1) The Bundestag notes with satisfaction that the Federal Government has 
instituted the necessary measures to guarantee a conscientious implementation 
of the international restricted lists and of the other special regulations pertaining 
to trade with Soviet-bloc countries and the Soviet-occupied zone of Germany 
The Federal Government is requested in the execution of economic agreements 
with Soviet-bloc countries, effectively to protect the political and economic 
interests of the Federal Republic and the German economy with reference to the 
monopolistic foreign trade system in the countries of the Soviet bloc 


The following is the official statement of the position of the Govern- 
ment of the German Federal Republic on this issue: 


BUNDESANZEIGER, July 5, 1952. 

Che press office of the Federal Ministry of Ecenomiecs has released the following: 
The l'ederal Government has recently considered the important question of Ger- 
many’s trade with the east At a meeting of the Cabinet all the Ministers 
emphasized that the question of German trade with the eastern area is of the 
greatest importance for the German economy. This decision has been reached 
in accordance with the resolution of the Bundestag of May 6, 1952, and repeated 
remarks by competent American and British officials. In cases where there are 
no trade agreements with Soviet-bloe countries, trade can be conducted by way 
of individual transactions or compensation deals. Unaffected by this are the 
Federal Government’s obligations under the international agreements on the 
embargo policy, which will be adhered to lovally by the Federal Government 
In the interest of promoting healthy trade with the east stern measures will 
continue to be applied against illegal trade 


The British Trade-Union’s Congress at its meeting on September 
14, 1952, adopted the following resolution: 


This congress views with alarm the increasing difficulty of maintaining Britain’s 
exports in the face of growing competition in world markets, causing increasing 
instability and strain, and threatening extended slump conditions and unemploy- 


1 Lower house of the German Parliament. 
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ment—which have already affected certain of our main consumer-goods industries 
The policies pursued by the Labor Government were designed to secure a bal- 
anced economy and full employment. Congress calls upon the Government to 
continue these policies and to take all other steps necessary to alleviate the 
country’s difficulties. 

As an effective step in this direction, congress urges the closest possible ex- 
amination of the economic relationships within the Commonwealth and in other 
fields, with a view to developing trading relations with all nations who are pre- 
pared to conclude commercial agreements Congress is convinced that this will 
also assist in overcoming the raw-material shortages from which our industries 
are suffering and help the millions of people throughout the world who are living 
in abject poverty. 

Congress believes that, in particular, extensive trading relations with China, 
the U.S.S.R., and other eastern countries would make a substantial contribution 
toward improving the present international situation which is causing grave 
concern to the peoples of all countries 

Congress therefore calls upon governments, regardless of their political systems, 
to act together without further delay to discuss the possibility of exte nding trade 
and removing artificial barriers 

The study mission was assured by members of the staff of the United 
States Embassy in London that the sponsors of this resolution had in 
mind only consumers goods and that it did not indicate opposition to 
restrictions on trade in str — materials. 

There is no question but that in purely economic terms there is often 
a short-run advantage for the countries of Western Europe to trade 
with Russia and the satellites. 

Imports of essential commodities which cannot be bought in non- 
dollar a ‘ts have to be bought in dollar markets. The situation is 
illustrative by the following trade paper report which summarizes 
the result of recent trade negotiations between the United Kingdom 
and the U.S. S. R. which resulted in the British getting 200,000 tons 
of grain rs ather than the 1 million tons which they desired. It pointed 
out that in 1951 the United Kingdom got 1 million tons of grain from 
Russia and gives this explanation: 

The big slice in the deal is seen as a reflection of Russian disgruntlement with 
the ban on the silenie nt of strategic raw materials including electrical goods and 
machinery which figured in previous barter deals. Rubber, too, was the subject 
of criticism in British parliamentary circles, although the authorities claimed that 
its use was limited to nonstrategic purposes.! 

The United Kingdom will inevitably need more grain from dollar 
sources as a result of the outcome of its negotiation with Russia. 

As this case illustrates, it was maintained by most of the countries 
visited by the study mission, that unless a few strategic items could 
be offered the Communists as an inducement the desired imports 
could not be secured. 

A further consideration emphasized by European and United States 
officials is the fact that a number of commodities, grain and timber 
particularly, are not physically available from any non-Communist 
source. Although the study mission has not had an opportunity to 
make an exhaustive examination of individual commodities, it seems 
doubtful that this is the case. In economic terms it would be unde- 
sirable for us to supply grain or lumber to Europe. That these could 
be supplied for an emergency period would appear to be possible. 
Representatives of the United States lumber industry have indicated 
that they would be able and gratified to supply Europe with all the 
lumber Europe requires if dollar payment was assured. Representa- 


Northwestern Miller, Minneapolis, October 21, 1952, p. 2¢ 
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tives of the forest service say this would involve overcutting United 
States timber reserves, however. Other sources of supply such as 
Canada are possibilities which should not be overlooked. 

The point is that these issues cannot be decided on the basis of 
economic soundness. The whole cold war is economically unsound. 
We cannot determine how many ball bearings should be exchanged 
for so many tons of wheat any more than we can say how many gallons 
of aviation gasoline, or artillery, shells, or other military expenditures 
are equivalent to the life of one of our soldiers in Korea. The de- 
termination has to be made purely in terms of military advantage. 
Presumably there are a few items which, if denied to Russia, would 
result in an immediate and perceptible diminution of her military 
effort. These should not be exchanged for any amount of wheat 
or even manganese. Other items presumably are less essential or of 
less immediate importance and there would probably be eases where 
an exchange could result in a net military advantage to the United 
States 

Judgments of this kind are difficult. It was argued in one country 
visited by the study mission that it was desired to exchange ball 
bearings for steel out of which ball bearings are made. This was 
regarded as obviously an advantageous transaction since enough 
steel was received to make several times as many ball bearings as 
were exported This is not necessarily true. It depends entirely on 
how important ball bearings are to the Soviet bloc and how important 
bearing steel is to the West. If the number of tanks or airplanes 
being used against us in Korea is determined by the availability of ball 
bearings while the West as a result of getting bearing steel from the 
Communists can shift some of our steel furnaces from bearing steel to 
— for toy manufactures we would really be trading tanks and 

Lirplanes for tovs as a result of such an arrangement. 

As will be pointed out below, there is now no differentiation made 
by United States or NATO authorities between the most vital and the 
less significant items on the embargo list. All items on the embargo 
list receive the same treatment by cooperating countries. The bal- 
ancing of the essentiality to the free world as a whole of a particular 
import from the Soviet bloc is subject to international discussion, but 
the final decision as to whether an item is to be bought from the iron- 
curtain area and what is to be given in return is left to the individual 
country concerned. 

The United States must give careful consideration as to whether or 
not continued encouragement should be given to other nations to trade 
as much as possible with the Russian bloc except for strategic items. 
Such a polic vy makes the West vulnerable to economic warfare on the 
part of Russia. Russia now has the means of causing major economic 
dislocations in Western Europe or elsewhere by suddenly refusing to 
sell Polish coal or to buy Scandinavian fish. An essential element of 
the defense program might well be the development of new sources of 
supply for Western nations so that they are not dependent on trade 
with the Soviet area. It should be recognized also that new markets 
must be found for certain producers in Western Europe who have 
traditionally sold their products to the Soviet-dominated countries. 
Facilitating the entry of such products to the United States, under- 
developed areas, and other markets of the free world, would make it 
easier to tighten up the control of east-west trade. 
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Another factor in the attitude of Europeans which was brought to 
the attention of the study mission in several countries, was a resent- 
ment against the idea of the United States imposing conditions on 
nations which regard themselves as partners with us in a joint under- 
taking. It was argued that we are all partners in NATO and should 
plan and carry out all defense efforts, including export controls, on a 
joint basis. An embargo program negotiated and agreed to by all the 
partners is a good thing. An embargo list imposed by the United 
States by congressional action provokes resentment, 1l Was main- 
tained. I emphasized the fact that United States aid was strictly a 
United States undertaking given at our discretion and that we did not 
impose an embargo program on any country, but rather that a coun- 
try had a choice of accepting our assistance under the terms available 
or not accepting United States assistance. Furthermore, I spelled 
out the fact that it does not make sense for us to give military assist- 
ance to our allies if the \ in turn are going to build up the war ma hine 
of our common enemy who is threatening the security of our world. 
Nevertheless, ] am convinced that there is a certain amount of feeling 
among Europeans that the United States is taking advantage of their 
weakness to impose its will on them. 

The attitude of Western Kurope toward Russian aggression and the 
control of exports as a means of offsetting it may | 
follows: 

1. Russia is recognized as a dangerous aggressor and action should 
be taken to deny strategic materials to the Soviet war machine. No 
immediate military attack is anticipated, however 

2. The Korean war is not of immediate concern to Western Europe 
and they regard a program for meeting Russian aggression as being ¢ 
long-range affair with ample time for negotiation. 

3. Trade with Russia and the satellites is regarded as important at 


’ summarized as 


present as well as in the future and it should be interfered with as 
little as possible. 

4. It is all right to export strategic items as long as you get back a 
good deal more than you give. 

5. The Battle Act is an infringement on the sovereignty of the 
European nations. 

6. The Europeans were, however, cooperative and constructive 
rather than resentful and recalcitrant. They have never given trade 
controls as high a priority as the United States has, but if we feel 
strongly about the matter they seemed inclined to accept our leader- 
ship and to go along. 


VI. RECOMMENDED CHANGES 


A. The Un ited State Ss should carry on a vigorous and compre hensive 
program of economic defense which would ¢ mploy every nonm il tary 
means available to Oppose ar d offset Somet AQggress 107 

The control of exports from the United States and from the other 
countries of the free world would presumably constitute a major ele- 
ment in such a program, but it should not be the only element. Other 
means of applying pressure are available and should be used. In 
order to make such a program have the maximum impact on the 

Soviet-dominated area, the cooperation of other nations is essential 

Action by the United States frequently would be useless unless other 
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countries were willing to follow a similar course. Such a program 
cannot be developed on a basis of inflexible legislation. It is necessary 
to have international agreements and international machinery to 
carry out a vigorous program. There must be enough freedom of 
movement for the Administrator of the program to maintain effective 
working arrangements with other countries. Arrangements of this 
nature cannot be completed overnight. 

B. Export controls should be related more directly to Russian vulnerability 

Priority should be given to keeping away from the countries under 
Soviet domination those items which would most hamper the Com- 
munist military program. There should be an all out effort to get 
the cooperation of every nation which could supply the Russian bloe 
with those items, the import of which is most vital to the Russians 
The first essential to such an approach is information as to Soviet 
vulnerability. If we know what they need badly we can attempt a 
world-wide effort to cut off the supply. 

If we do not know the items of which the Communist war machine 
is most deficient we have to use a blunderbuss approach by assuming 
that things which are important to the United States defense effort 
must also be important to the Russians and embargo a long list of 
such items. This approach is inevitably less effective. 

Russia controls a large part of the surface of the earth and is 
deficient from a military point of view in relatively few items. From 
a control point of view, it is impossible to get every one to embargo 
everything. If there are only 10 nations ‘which are potential sup- 
pliers of a single item it becomes feasible to work out measures for 
absolutely stopping the shipment of this item to the iron-curtain area 
If it is possible to work out a program item by item with the countries 
directly concerned, it is possible to really impede Russian ability to 
make war. 

A long list of items which all countries are expected to accept may 
not produce this result. Some countries observe the list rigorously 
Some important suppliers do not cooperate at all. Some nations are 
disgruntled ae particular items are included or omitted. There 
is a tendency to focus attention on the fact that 90 percent of the 
countries are sania rating on 90 percent of the list, rather than con- 
centrating on what shipments are still getting through to the Soviet 
bloe and taking measures to stop them. 

During my investigation I made a particular effort to determine 
whether or not the amount of information the United States has, as to 
what is happening behind the iron curtain, is sufficient to attempt a 
program directed toward Russian bottlenecks as described above 
While I was not given detailed information as to what we know, infor- 
mation was made available as to the sort of facts that were available 
and the sort of problems for which our intelligence sources can give 
the answers. Asa result, ] am convinced that enough information ts 
available to us to permit us to do a precision job of controlling exports 

The Administrator of the Battle Act has not as yet tried this type of 
operation. The original Battle Act lists were established by taking 
over most, but not all, of the United States embargo lists. No i 
tensive study of the adequacy of these lists was begun until July of 
1952, 6 months after the act went into effect. The first important 
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A further case which might be attributed to the division of authority 
vetween the Administrator and the Department of State occurred 
during the study mission’s investigation in Europe At a meeting 
iti | nited States Kn bassy In one country whi h we att nded a 
resentative of the United States consulate in another city mentioned 
a situation involving the repair of Russian ships which he thought 
deserved attention About 2 weeks later after fviving people time to 
look into the situation I telegraphed from another country for a report 
yn the incident Apparently no action had been taken or initiated 
during this period No one at the meeting had felt it desirable to 
report the matter to Washington or Paris, to ask for instructions or 
recommend action. Apparently, if I had not made an inquiry, 
nothing would have been done As of January 1953. the onlv result 


ppears to have been a preliminary report to me with assurance that 
a complete report is forthcoming 
lam convineed that the only way that the Battle Aet can be admin- 
istered effective lv is to make the Administrator responsible for nevo- 
tiations with foreign governments The entire program requires such 
negotiation and it is impossible to hold the Administrator responsible 
for its results as long as someone else does the negotiating. 
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In my judgment these arrangements have not produced satisfactory 
results In the first place, it appears that about 90 percent of th 
enerey cle voted LO administering thre Ba the \ Thai be nm used up in 
reconciling the conflicting views of Washington agencies while onli 
about 10 percent has been devoted to retting [o rh nations to ¢ 
off Strategic exports het is no question but what the administra 
tion of the Battle Act has to be coordinated w th | ited States fore I 
policy, with the defense effort and with United States commer 
interests Nevertheless, if everything is in a continual process of 
coordination, a lot of time is wasted The situation is somewh 
analogous to having a group of people sit down to draft a doew nt 


with the result that every word is 
instead of having one person do the drafting with his work subject 


\ 
nreued about betore it Is accept 


criticism and revision after it is finished 


There are a number of provisions of the Mut lal Defens Assistance 
Control Act which have been neglected and | believe this is in part dt 
to having too small a staff to permit Ussignill » aI ndividual p 
t . hilit fey +} t } rt , ] 
the reSpONSIDHITY TOr seeing hat each pre ISIOn Was ¢ ried out 


The effort to get the cooperation of countries which do not receive 


United States assistance does not appear to have been pushed 


vigorously. I was somewhat startled to receive a cable from = thy 
United States Legation in Switzerland informing me that the ‘Swiss 
are not subject to the Battle Act.’ Apparently the administrator had 


not been working intensively on the Swiss situation. The Congress 
might reasonably expect that under the Battle Act, the United Stat 
would be in continuous contact with all governments of the free 
world trying to bring additional items under control and tighten 
controls on the existing lists. Instead when the Admunistrator’s 
staff was asked how many countries had indicated their willingness to 
cooperate with the United States in controlling exports to the Soviet 
bloc, it was suggested that the inquiry be directed to the State Depart- 
ment where it took 3 days of research to provide an answel 

Section 302 of the act directs the Administrator to “make a con- 
tinuous study of the administration of export control measures 
undertaken by foreign governments” and to “make available tech- 
nical advice and assistance on export control procedures to any 
nation desiring such cooperation.’’ A team of United States experts 
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considering these two limitations l ») for discussie lav after 
dav are most often technical in nature ¢ ! rtance of the deci 
sions taken, most of the governments require t lelegate aiter a ¢ harge of 
views in the committee, to postpone final decisions until after instructions have 
been received. There is also an international group in which high officials of the 
participating countries deal with important policy problems and criteria for the 


international control effort 

But I do think there is considerable justification for vour belief that the strength 
of American representation in Europe should be incre: ! f 
that more emphasis should be placed on using the 
appeals machinery 

With this in mind, we have taken the following steps, which I am sure will 
will meet with your approval: . 

(1) Admiral Marey Dupre, my former Deputy for Administration of the act 
has been sent to Paris as Associate Deputy Administrator for Mutual Defens« 








Assistance Control (SRI We have previously had there Mr. Rav ( Miller 
who acted as a special assistant to Ambassador Draper, the Special Representa- 
tive for Europe (SRI Mr. Miller has been recalled to strengthen my Was! 

ington staff. Admiral Dupre will have many of the functions suggested by you 


for a roving ambassador. It is being recommended to Mr. Dulles that Admiral 
Dupre have the personal rank of Minister. He will, as you suggest, go to cour 

tries where major problems arise and assist our missions there in the handling of 
these situations. He will participate in the training and guidance of Battle Act 
personnel and other officers of the missions in these countries. He will be able 
to report on the work of such persons and make suggestions concerning it. He 
will be responsible for regional liaison and for insuring that the embassies and 
missions in Western Europe are fully cognizant of Battle Act policies, objectives 
and procedures 





(2) Admiral Dupre will be assisted by Lt. Col. Edward Brow As you know 
Colonel Brown has been lent to this Administration by the Air Foree, and has 
done an outstanding job for us here At my special request, he has now been 
made available until February 1954. He has personally conducted negotiations 


on Battle Act matters and has been highly successful in these negotiations. He 
not only will be available generally, in connection with regional liaison, but also 
will be available to assist or take part in negotiations with participating govern 
ments on a bilateral basis Such negotiations will, of course, be conducted under 
the direction of the top United States official in the appropriate country and will 


supplement negotiations in the consultative and coordinating groups 
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3) Mr. Raymond P. Ludden, Foreign Service officer of class I, has been ap- 
pointed as resident delegate in Paris to the international policy group. He will 
be directly responsible for the work of the United States delegation to that body 
and to the working committe It is expected, as a result, that high-level con- 
sultative meetings will be held more frequently than heretofore 


1) Mr. Ludden will have available to him a substantially increased staff 
Thi taff will at full strength include eight officers, not including himself. At 


present writing five of these officers have been assigned to this staff and are now 
on duty In addition, expert personnel from the Washington agencies are at 
hand during intensive periods of negotiations or discussion 

5) In order to increase the effectiveness of the United States delegation, it has 





been placed, as of November 1, 1952, within the Office of the Special Represen- 





tative for Europe, Ambassador Draper. This move focuses in Ambassador 
Draper the responsibility for the negotiation function in the international con- 
sultative working groups Ambassador Draper himself reports to the 
President to agency heads in Washington who have responsibilities in the 
Mutual Security Program and in dealing with NATO. This includes the Ad- 
ministrator of the Battle Act. Thus we believe that no difficulty deriving from 
inadequate staffing or coordination should be encountered with respect to the 


iating aspects of the problems arising in the international groups 
\lthough these measures do not in any way diminish the primary responsibilits 
of the Secretary of State and the Foreign Service establishments for the conduct 


of negotiations with foreign governments, they nevertheless eliminate, in my view 





any administrative difficulties which might have been envisaged by you | 
believe that the arrangements described above will give us the most effective 
means of achieving, through bilateral and multilateral negotiations, the objectives 
of the Battle Act and the best interests of the United States 

In outlining these steps for increasing the effectiveness f our re presentatior in 





hould like to emphasize that our representation in both bilateral and 
as indeed been at a high level 


Kurope, I 


multilateral negotiations on Battle Act matters 









and that bilateral negotiations have not in fact been neglected The then Deputy 
Assistant Secretary of State (now Assistant Secretarv) for Economie Affairs, 
Mr. Linder, has been the head of the United States delegation at international 
meetings on the policy level and a representative of the Administrator’s staff has 
alwavs been a member of the delegation. Mr. Linder has conducted a sub 
stantial number of bilateral negotiations as well Moreover, on many Battle Act 
matters, the Secretary of State, the Ambassadors, and the highest-ranking officers 


of their missions have personally conducted or taken part in negotiations. 


i 
6) In recent weeks, in line with your suggestion that greater en is be put 
| le in the 


personal contact with the interested governments and our own 





field, several important steps have been taken 

My Deputy Administrator has personally visited London, Rome, and Paris, 
and has talked over problems arising from the cooperative program with British, 
Italian, and French officials. It is anticipated that officials responsible to me will 
continue an intensified program, the outlines of which are already established, for 
al and frequent consultation with foreign government officials 

b) My Chief of Staff, in my capacity as Director for Mutual Security; has just 

completed an extensive Far and Middle East trip. He has made a point in eacl 
country visited to discuss Battle Act problems, with particular emphasis on such 
que ms as the problems of rubber, nonstrategic trade, transshipment controls, 
and the like. He has reported on these problems to me and to the Deputy 
Administrator 

4 conference of economic-defense officers of the United States has recently 
been held in Paris. This conference began on November 17, 1952, and continued 
on an 8-hour-per-day schedule for 4 days. It was attended and chaired by my 
Deputy Administrator, and it intensively considered practically all current and 
anticipated problems in the area covered by the Battle Act. It was attended by 
more than 40 United States officials, with most missions in Europe sending to it 
high-level as well as working-level officers. ‘The economic counselors from London, 
Rome, and other posts attended. The conference was marked by a full and frank 
exchange of views, based on a wide range of program and problem papers which 
were prepared in advance and on which the written and oral comments of the field 
staffs were solicited and obtained [It was repeatedly emphasized, at the confer- 
ence, that the conference was to be viewed only as the inauguration of a continuing 
program of exchange of views and comments, and it was agreed unanimously that 
the conference had been successful and that other similar conferences should be 
held from time to time. This will be done 
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During the conference, moreover, officials from Washington held numerous 
detailed discussions of country problems with 1 
missions in those countries. 


ited States officials from our 

The result has been not only an extremely valuable exchange of views but also 
to lay the basis for continuation of close coordination of specific country problems 
with over-all policies. 

(d) The Paris Conference has been so successful that it is anticipated that it 
will be followed by a similar Far Eastern meeting. This is in accordance also 
with recommendations arising out of the study trip in the Far East made by 
my Chief of Staff. 

(7) You have remarked on the comparatively small amount of effort that 
seems to have been devoted to working with export-control officials of individual 
countries and exchanging information on techniques. 

The act says the Administrator shall make available technical advice and 
assistance on export-control procedures to any nation ‘‘desiring such cooperation.” 
We have previously had one exchange with German officials and have sent a 


mission to Japan. A British mission of five officials was recently in the United 
States. Arrangements were made so that my Deputy Administrator returned 


from his recent European trip with the British mission, with consequent oppor- 
tunities for intensive consultation. This mission spent about 2 weeks here, 
with an intensive program of consultation with me and other United States 
Officials. An exchange of missions with Italy is being prepared. In a number 
of instances, such exchanges are demonstrably not necessary, but we shall, in 
accordance with your suggestion, intensify our efforts to arrange and prepare 
for other exchanges. 


Reorgant Zing the staff un Was} iu? qton 


You have suggested that an organization be set up with an adequate staff to 
administer the act rather than leaving the job to interdepartmental committees. 
After careful consideration, it has seemed on balance, that it would not be desir- 
able to establish a large, entirely new agenev of the United States Government, 
with a staff that would include sufficient technical, economic, military, and politi- 


cal experts to operate independently. Several departments and agencies of the 
Government have a strong interest in the operation of the Battle Act. They 
have staffs with expert knowledge and operational responsibilities that are neces- 
sary to the effective administration of the act. The organizational problem is 
how best to bring to bear on Battle Act problems the facilities and talents which 
these agencies possess, and to coordinate all operations in this field. To attempt 


to duplicate such facilities in the Administrator’s office would probably be waste- 
ful. It would result either in the raiding of staffs which are already integrated 
working organizations or in the hasty recruitment of personnel. Under those 
circumstances it would be difficult to recruit personnel of appropriate quality. 

It is relevant to note, also, that the Battle Act itself requires the Administrator 
to obtain the views of other departments and agencies in making listing deter- 
minations. The implication is that such views are also relevant on questions 
relating to determinations under section 103 (b) of the act. The responsibilities 
of the other agencies under the act have seemed relevant to the question of organi- 
zation within this office 

Our operational plan, therefore, has been to maintain within the Office of the 
Administrator a relatively small but highly qualified staff through which the act 
can be carried out. The responsibility remains clearly and firmly vested in the 
Administrator. The act of course requires that the views of certain agencies be 
obtained by the Administrator. The expert knowledge existing in these agencies, 
and their advice, is made available through an interdepartmental framework, 
but with respect to those functions which the act vests in the Administrator, this 
framework is advisory only. It is not used as a framework under which decisions 
are consigned to interdepartmental committees or under which responsibility is 
diffused directly to other agencies. Problems which are not within the strict 
statutory framework of the Battle Act but which are related to its objectives are 
discussed fully within the interdepartmental committee structure headed by the 
Administrator. This makes for coordination as between strictly Battle Act 
decisions and related economic-defense activities 

The efficiency of this organization is under continuous scrutiny. As the day-by- 
day operating problems arise and are settled, we seek to appraise our organization 
and to judge whether it can be improved. When continuing reexamination has 
indicated the desirability of changes, reorganization has been made. This process 
can and should continue in the future, with the clear objective of an organization 
which will best be able to attain the stated objectives of the Battle Act. 
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